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In 


This othe of the Schoo of Bsns 


Issue PAUL W. MCCRACKEN, Associate Professor of Business Conditions, 
sumvnarizes the current business situation and the outlook for the months 
ahead. He analyzes the favorable and the unfavorable elements and concludes 


- nfore violent aspects of many past ecopomic readjustments can be avoided this time. 
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FOR TEN YEARS, because of the existence of a sellers’ market, mark 


competitive situation which has now emerged. D. M. Phelps, Professor of Marketing, suggests practical ways Si 
of dealing with the “new-old” marketing prokions which are ahead. 8 


Ladeated tot Xe ‘H. Gault, Professor of Marketing. In the sellers’ market, now ended, such control was relatively 
less important. He presents practical suggestions on methods of inventory control, and shows their value in 
keeping customers satisfied and business profitable. 


_ INVENTORY IN A BUYERS’ MARKET 
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America’s fastest growing industry, may profoundly change the pattern of our customs and habits in many 
fields. Philip Wernette, Professor of Business Administration and Director of the Bureau of Business Research, 


reviews the growth of TV and raises questions in respect to its effect upon business, politics, and education. 
TELEVISION — THE MAGIC PICTURE 


MARKETING PROBLEMS REAPPEAR 
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presenting the 


Review... 


This publication is undertaken by the staff of the School of 
Business Administration as a means of responding to re- 
. quests which have been received in increasing numbers 
during recent years. These requests, largely from business- 
men, are for short authoritative articles by specialists on 
subjects in their several fields, and for critical summaries of 
current economic and industrial trends. 


Faculty members have appeared before numerous groups of 
businessmen in different cities in Michigan and neighboring 
states. These talks have stimulated interest in a publication 
of this type. It is our desire to serve the business community 
in so far as resources will permit. We are, therefore, pre- 
senting this preliminary edition of a publication which 
should fill this need. 


The first number should be considered as experimental and 
exploratory. It happens that the articles cover the subject 
matter of recent talks by Professors Phelps, Gault, Wernette, 
and McCracken on timely topics. Subsequent issues will 
include articles by specialists on other subjects of current 
interest. The charts on business conditions will be brought 
down to date, accompanied by comments and interpretations. 


Since this is an experimental issue, we are especially inter- 
ested to have comments, criticisms, and suggestions. To that 
end we are sending copies to a representative group of 
businessmen. Will you kindly jot down your impression of 
this publication together with any suggestions you may have, 
and send your comments to me? 


Russell A. Stevenson, DEAN 
SCHOOL OF BUSINESS ADMINISTRATION 
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| A review of the various aspects of the 


six-months-old readjustment in business activity. 


No Boom - No Bust 


HE recent softening of business activity 

does not yet seem to be developing into a 
catastrophic economic collapse. It does, never- 
theless, look like a genuine economic readjust- 
ment, our first of any consequence since 1938. 
These two major conclusions seem justified 
irom an appraisal of current economic de- 
velopments. 
- The postwar boom actually hit its peak 
shortly after the middle of 1948. With the 
August reading of 169.5 the wholesale price 
index hit its top. A month later total non- 
agricultural employment reached a high point 
of 52.8 million. 

While both prices and employment declined 
moderately thereafter, the sharp rise (723,000) 
in unemployment from December to January 
focused a somewhat startled public attention 
and concern on the state of business activity. 
Up to that point, in fact, inflation was general- 
ly considered to be the major economic prob- 
lem. A further rise of 557,000 in unemploy- 
ment by mid-February seemed to confirm the 
feeling that, at least currently, our major 
problem was no longer one of restraining the 
postwar boom. 


Present Period A Readjustment 


Now experience clearly suggests that booms 
do not level off into a high, stable level of 
activity. They are usually followed by a 
decline, sometimes accompanied by a con- 
siderable detonation. There was, for example, 
the collapse in commodity prices in 1920- 
1921, and the stock market crash in 1929. 

Thus far no such cumulative, spiraling con- 
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traction seems to have developed this time. If 
the peak was reached sometime around August 
or September of last year, the present re- 
adjustment is now about six months along. 
During this period wholesale prices have de- 
clined less than 7 per cent, largely centered 
around farm prices. (Non-farm prices, which 
rose much less rapidly during the war, have 
declined only about 1 per cent since the 1948 
peak.) Furthermore, the wholesale price level 
has been essentially stable since the turn of 
the year, though present data probably do not 
yet fully reflect the magnitude of recent price 
reductions, especially in the primary markets. 


Unemployment and Retail Trade 


Unemployment, after rising in January and 
February, declined slightly in March. And it 
is well to remember that unemployment is not 
yet much above what is generally agreed to 
be about the lower limit if persistent upward 
pressure on wages and prices is to be avoided. 

Retail trade, though not continuing the per- 
sistent rise of other postwar years, compares 
not too unfavorably with a year ago, particu- 
larly after allowing for some price reductions 
either directly or through increased quality. 
With appropriate allowances for somewhat 
lower prices and increased quality, the volume 
of merchandise moving across the counter is 
still very substantial. 

We are, then, apparently experiencing (at 
least thus far) a leveling out on a very high 
plane. This has not usually happened in the 
past. Can we continue to avoid an explosive 
or sharp collapse of business? How long will 
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the present “settling down” continue? What 
seems to be the fundamental reason for the 
present readjustment? These are hard ques- 
tions. While they obviously cannot be an- 
swered in any precise way, it may be useful 
to see what headway can be made. 


Dollars Treated with More Respect 


Basically, the boom ended because both 
consumers and businessmen began treating 
their dollars with more respect. The buy-at- 
any-price attitude inevitably was destined to 
last only until the more urgent wartime short- 
ages had disappeared. By mid-1948 these more 
pressing backlogs, with a few exceptions, had 
been largely liquidated. The economy was 
having to shift to what might be called a 
“current-demand” basis. There have been 
many evidences of this. 

1. Consumers have been much less eager 
to get rid of their income dollars. In the first 
half of 1948 they saved, on the average, about 
6 per cent of their “disposable” incomes 
(largely income after taxes). In the second 
half, apparently giving more thought to the 
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morrow, they saved about 8 per cent. Reports 
from bankers of substantially greater increases 
in many savings deposit balances suggest that 
this attitude of prudence and caution has 
continued during 1949. 

2. Demand for new houses has been lag- 
ging. The number of new houses started has 
declined persistently since last May, and is 
now below a year ago. 

3. Business capital expenditures on new 
buildings and equipment show signs of taper- 
ing off. In 1948 these outlays amounted to 
$19.2 billion. Current business plans suggest 
a decline in 1949 of these outlays of about 5 
per cent to $18.3 billion, according to a joint 
survey by the S.E.C. and the Department of 
Commerce. Most of the expected decline is 
centered in the latter half of the year. There 
is some reason to think that, broadly speaking, 
as capital outlays go, so goes business general- 
ly. If so, their tapering off warrants close 
watching. 

4. Inflationary pressures involved in our 
huge foreign trade are subsiding. As foreign 
production recovers, our imports from abroad 
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can be expected to approach a more normal 
volume. At the same time our exports have 
declined to about the traditional proportion 
of our total production. 


Reassuring Features 


We have not gone into this readjustment 
period devoid of assets—of many reassuring 
elements of soundness. That is, of course, ob- 
vious. Otherwise, the present settling of busi- 
ness activity might very well have precipi- 
tated us into the familiar tailspin. Any real- 
istic appraisal of the situation requires that 
we examine these assets carefully. 

1. Debts are low relative to business activ- 
ity. Consumer credit outstanding is currently 
equal to about 8 per cent of consumer incomes 
after taxes. This compares very well with the 
12 per cent of 1940. Total private debts are 
now about 75 per cent of our gross national 
income, considerably below the 129 per cent 
for 1940. 

This is important. A vicious, disorderly con- 
traction, growing out of the liquidation of a 
top-heavy debt structure, does not seem to be 
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a serious current threat. This was an impor- 
tant part of the 1921 depression, and the 
1931-1933 period. 

2. Estimated capital outlays of business, 
though lower than 1948, are still large. Our 
stock of capital, furthermore, is still low rela- 
tive to our current labor force. A great deal 
more investment will be required in equip- 
ment and capital goods before the 1929 ratio 
of capital per worker is restored, as Professor 
Slichter of Harvard has pointed out. The 
major immediate question has to do with how 
serious an echo effect on capital outlays will 
be produced by the current decline in business 
activity. 

3. While not its major purpose, the Euro- 
pean Recovery Program does materially re- 
duce the probability of a collapse of our export 
market—an important part of the 1921 col- 
lapse. 

4. The tax reduction last May, together 
with increased expenditures, has reduced 
markedly the governmental cask surplus— 
which in early 1948 was running at the annual 
rate of $12 billion per year. By the second 
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half it was reduced to $3 billion, and has de- 
clined further since. 

On the whole this reduction in the cash 
surplus was well-timed—providing a sustaining 
influence at an appropriate time. We have 
thereby experienced an impressive and, on the 
whole, quite satisfactory experiment in com- 
pensatory fiscal policy—none the less expertly 
performed because its authors may not in all 
cases have been devoted to the “new eco- 
nomics.” 

The taxation-spending operations of the 
government will exert a major influence on 
business conditions for some time to come. We 
have in the last year, broadly speaking, had 
an illustration of how they can be made to 
contribute to economic stability—a lesson we 
shall, in all probability, not soon forget. 

The conclusion to be drawn from this is 
that there are a great many reassuring features 
about the current business situation. They 
provide reason for optimism that the more 
violent aspects of many past economic re- 
adjustments can be avoided this time. 


What Policies Are Called For? 


If this is a reasonably realistic appraisal of 
the present situation, it seems clear that what 
might be called modest policies could accom- 
plish a great deal. Flamboyant and ill-con- 
ceived actions on the part of government, busi- 
ness, or labor might actually accentuate the 
very contraction in business activity which 
they were presumably designed to avoid. It is 
well to remember that obvious, off-the-cuff 
answers are very apt to be the wrong answers. 
What, more precisely, does the present busi- 
ness situation call for? 

1. Tax increases ought to be avoided at 
this time. They would almost inevitably be 
deflationary. Some of the more urgent public 
works projects, hitherto held back because of 
the inflation, could appropriately be started. 

2. Business should not too readily cancel 
or postpone capital expansion projects because 
of current uncertainties. There is evidence that 
a considerable volume of capital outlays would 
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still be prudent and justified, even in view of 
the current readjustment. 

3. More intensive, hard-hitting selling is 
again assuming a critical role. By and large 
the mere order-taker is not apt to be very busy 
in the months ahead. These problems are dis- 
cussed in another article in this issue. 

4. Price reductions should make possible 
broader consumer markets. Water should be 
squeezed out of costs. Easy prices and profits 
and jobs can no longer be counted on to bail 


out bad decisions or inadequate efficiency and - 


productivity. Reduced costs and greater effi- 
ciency should, in many cases, make effective 
price reductions possible. In some lines of 
business it may be a question of reduced 
profits—either through reduced prices or re- 
duced output, or both. Quite understandably, 
neither way presents a very palatable prospect. 
Reduced prices, however, have the advantage 
of tapping a somewhat broadened market. 
Employment is therefore apt to be somewhat 
better maintained, and the extent of direct 
government action will: be correspondingly re- 
duced. 

Any readjustment, of course, means shifts 
in demands which press particularly on some 
lines of business. And it will be cold comfort 
to them to be told they are on the wrong side 
of the statistical average. 

This is admittedly a “modest” program. 
There is little evidence that more is yet neces- 
sary. And economy of precipitate action sug- 
gests itself as a virtue in a situation which 
thus far seems to be essentially a recrowning 
of the consumer as king. 


Business failures in woodworking industries 
have risen sharply. According to a recent release 
of Dun & Bradstreet, Inc., the number of failures 
in 1948 among manufacturers of wood products 
has been exceeded only twice during the last 
fifteen years. Household furniture manufactur- 
ers failed in the greatest number and with the 
greatest liabilities. Planing and plywood mills 
were second from the standpoint of the amount 
of liabilities involved. 
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promotional activities are necessary if purchases 
by consumers are to be maintained at a high level. 


Readjustments in products, prices, end 


Marketing Problems Reappear 


HE topics discussed at a recent marketing 

conference of the American Management 
Association indicate that a marked shift is 
taking place in the attitude of business con- 
cerns toward the market. Among these topics 
were the following: Revitalizing the Sales 
Force for a Competitive Market, The Market- 
ing Approach to the Approaching Market, 
Sharpening Sales Effort through Market Re- 
search, Sales Promotion Techniques in the 
New Market, and Determination of Pricing 
under Competitive Conditions. These topics 
all suggest that business concerns are facing 
conditions in the marketing of their goods and 
services which were markedly absent during 
the years of the 1940-50 decade which are 
behind us. They suggest the coming emergence 
of a buyers’ market and imply that it is just 
around the corner. 

Change in Buyers’ Attitude 

As a matter of fact, the buyers’ market 
is here in practically all lines of merchandise. 
The advance order list has melted like snow in 
the sunshine for most concerns, and burden- 
some inventories, both in the hands of some 
manufacturers and in those of wholesalers and 
retail dealers, have again put in their appear- 
ance. Distributors are ordering sparingly and 
some manufacturers have made substantial 
price reductions in an attempt to maintain 
sales volume. In some aggravated cases, sales 
have fallen to considerably less than half of 
the volume sold in the comparable period of 


1948. 
The decrease in consumer demand in recent 
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months, followed by price declines and in- 
creasing unemployment, probably represents 
a settling back from an inflationary demand 
level, but not necessarily the loss of high-level 
demand. Consumer incomes are still high, 
accumulated savings are very substantial, and 
consumer debt in relation to current income 
is extremely low judged by prewar standards. 
There is also abundant evidence that the war- 
time accumulation of needs and wants is far 
from satisfied. Still, demand for most con- 
sumers’ goods is at lower levels than in the 
recent past and largely because consumers are 
in no hurry to purchase. For many years they 
have not purchased what they wanted but 
what they could get. Purchases were often 
made with a certain hesitance and dissatis- 
faction; nevertheless, they were made. Now 
for the first time in almost a decade consum- 
ers can demand quality in products; a reason- 
able choice in type, colors, and other product 
variations; effective warranties and service; 
and more reasonable prices. Until these are 
forthcoming to a greater extent than at pres- 
ent, there will be buyer resistance and at least 
some purchases will be deferred. 

It must be recognized that the attitude of 
buyers has changed. No longer is there that 
tremendous urge to buy immediately when 
goods are offered. The argument so frequently 
used by dealers all during the present decade 
that purchases should be made immediately 
as goods may not be available later, or, if 
available, only at higher prices, has lost the 
last vestiges of its power to induce favorable 
action. The consumer says, in effect, “Why 
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buy now?” He reasons that both quality and 
choice may be better later and prices are more 
likely to be lower than higher at a later date. 
The only answer to this attitude on the part 
of manufacturers is to offer new and improved 
products, better values, and a more skillful 
and imaginative promotional effort. 


Problems of a Buyers’ Market 


Three years ago, business prophets were 
saying that we must get ready for a highly 
competitive buyers’ market. Some concerns 
took positive steps through new product de- 
velopment, recruitment and training of sales- 
men, and planning for promotional activities. 
Other concerns cid relatively little along these 
lines, perhaps because they minimized the 
marketing problems ahead or were uncon- 
vinced that business conditions would become 
markedly less favorable in the near future. 
However, there has been a substantial amount 
of pre-planning for more difficult times. From 
this fact, it might be argued that the adjust- 
ments in products, prices, and promotional 
activities can be made with relative ease and 
that the transitional period will not be a diffi- 
cult one. Such optimism is not warranted for 
major adjustments are never made without 
difficulty and, for some of the newer concerns 
without a background in competitive selling, 
they will not be made successfully. 

For almost a decade, marketing problems 
have not been particularly pressing. Aggressive 
and imaginative action on the part of business 
executives to hold or advance a company’s 
competitive position has not been demanded 
by the market. Sheer avoidance of business 
or rationing of products to dealers is not good 
training for competitive selling. Many persons 
now holding selling positions never did sell in 
a competitive market. 

For instance, a few months ago one large 
concern in the East became acutely aware of 
the change in the competitive situation and 
tried to assess its position in a competitive 
market. A survey of its sales force showed 
that only approximately 10 per cent of its 


salesmen had ever sold merchandise under 
competitive conditions. Rapid expansion dur- 
ing the war years, together with the usual 
turnover in the sales force, had produced a 
fair-weather group of salesmen who were 
largely unprepared for the aggressive, per- 
sistent action required under more normal con- 
ditions. A rigorous training program was insti- 
tuted in order to make the sales force com- 
petitively effective. 

One large concern found its sales force de- 
pleted at the end of the war to about one-half 
of its normal manpower. In order to have 
effective representation in the postwar com- 
petitive market, the company is in the process 
of recruiting, training, and fitting into its 
organization over one thousand salesmen—a 
task of tremendous proportions for any com- 
pany. While these two cases are probably not 
typical, nevertheless, they do indicate the 
problems in the broad field of sales personnel 
which are confronting most business concerns. 


Ways to Meet These “New-Old” Problems 


Thus it is apparent that marketing prob- 
lems have reappeared and are pressing for 
solution. Fortunately, most of the manage- 
ment tools needed for the tasks ahead are 
available and known to the well-trained and 
experienced sales executive. Substantial pro- 
gress has been made in the development of 
procedures and techniques for the selection, 
training, control, and supervision of salesmen. 
Recently there has been renewed-<nterest in 
the use of psychological tests in the selection 
process. Techniques have been developed for 
determining consumer attitude toward pro- 
ducts, for determining market and sales po- 
tentials and sales quotas, and for product and 
market testing. The whole field of marketing 
research offers much to the sales executive in 
the solution of his problems. The guideposts 
for meeting the challenge of a buyers’ market 
must come from research as the validity of 
old standards based upon experience has been 
destroyed during the war years. Only through 

(Article concluded on page 10) 
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SALES TAX COLLECTIONS 


( ADJUSTED FOR SEASONAL VARIATION) 


ce} ‘ 
1945 1946 1947 1946 1949 


TAX COLLECTIONS MEASURE RETAIL TRADE—Though on a lower level than last August, 
they are still above the first quarter of last year. The decline reflects the late Easter, slightly 
lower prices, and some settling of business activity. 


K.W.H. MILLIONS 


ELECTRIC POWER CONSUMPTION 
( INDUSTRIAL ) 
IN TEN MICHIGAN CITIES 


° 


1945 1946 1947 1946 1949 


POWER CONSUMPTION CONTINUES TO GROW —lIndustrial power consumption continues 
high, chiefly because the automotive industry remains at peak levels. This indicates that Michi- 
gan industrial production is less affected by business settling than are prices and employment. 
(This series is not adjusted for seasonal variation.) 
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MICHIGAN BANK DEBITS 
12 CITIES — LOWER PENINSULA 
( ADJUSTED FOR SEASONAL VARIATION } 


1945 1946 1947 1948 1949 


BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Volume of 
checks written against bank deposits, after unseasonal first quarter decline, levels off. It gives 
little evidence that the recent tapering of business is yet snowballing. The 1948 year-end up- 
surge in the Lower Peninsula reveals the strong position of the automobile industry. 


MILLIONS OF DOLLARS 


MICHIGAN BANK DEBITS 


12 CITIES — UPPER PENINSULA 
( ADJUSTED FOR SEASONAL VARIATION ) 


1945 1946 1947 1948 1949 


BANK DEBITS IN THE UPPER PENINSULA—On the same level as the first quarter of 1948. 
The March figures reverse the decline in evidence since mid-winter. The decline in Upper 
Peninsula bank debits, beginning in late 1948, was in contrast to the trend in the Lower 
Peninsula where activity in the automobile industry was a sustaining factor. 
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research can the characteristics of the market 
for particular products be determined. A 
knowledge of markets gained through re- 
search, followed by aggressive action in pro- 
motion and direct solicitation is needed if con- 


sumers are to be convinced that now is the 
time to purchase. Only through effective man- 
agement in the marketing field can business 
activity be maintained and a real depression 
averted. 


Now that the consumer is “shopping” again, 
inventory control takes on new importance for retailers. 


Inventory Control 


in a Buyers’ Market 


HE recent change from a sellers’ to a 

buyers’ market for many consumer items 
brings to a close the easy, profitable retailing 
of the past three years, and introduces a new 
period that will tax the skill of every retailer 
to maintain a reasonably profitable business. 

A buyers’ market differs substantially from 
a sellers’ market. In a sellers’ market seasonal 
changes in sales tend to disappear. A needed 
item is purchased whenever a fortunate buyer 
finds it. Thus Christmas presents may be 
bought throughout the year because of the 
fear that a satisfactory item cannot be found 
during the height of the Christmas buying 
season. The effect of a buyers’ market was 
noted last Christmas when, with plentiful sup- 
plies on retailers’ shelves, customers failed to 
respond to holiday promotions during Novem- 
ber and early December. Sales jumped sharp- 
ly, however, during the last two weeks before 
Christmas—a pattern found in prewar years. 
The same tendency for seasonal trends oc- 
curred in the Easter business in 1949. 

These seasonal trends create uncertainty. 
The failure of the consumer to buy early in 
the season may mean that he is not going to 
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buy at all, and gives the merchant the prob- 
lem of whether to close out his seasonal mer- 
chandise early or gamble on a last-minute 
rush. The successful merchant estimates the 
buying plans of the consumer correctly most 
of the time—that is the primary reason he is 
a successful merchant. 


Reactions in a Buyers’ Market 


In contrast to the sellers’ market, the 
buyers’ market finds the public more prone to 
shop, and indifferent to sales promotions 
which previously were successful. No longer 
is the customer eager to part with his money 
for merchandise. Either he no longer has the 
money or, for the present at least, he would 
rather have money than merchandise. Strong- 
er sales promotions are used to overcome this 
diffidence on the part of the consumer, but 
the psychological block to buying may not 
yield to such treatment. 

The first symptom of a buyers’ market is 
the failure of a retailer to attain his planned 
sales volume, accompanied by an increase in 
the size of the merchandise inventory. This 
situation is quickly discerned, either by the 
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increase in the book inventory of merchants 
using the retail method of inventory con- 
trol, or by an unexpected difficulty in taking 
cash discounts for those with no record of 
current inventory. The retailer usually takes 
the following steps: (1) stops buying, (2) 
steps up his sales promotion and advertising, 
and (3) requests his salespeople to use more 
skill to secure immediate sales. All of these 
may be desirable, but must be used with 
discretion. 

The decision to stop buying is an emergency 
order. Within a few days, the merchandise 
left on the shelves is largely what the public 
does not want in respect to price, color, size, 
or use. By looking at his stock, the retailer 
finds out only what not to reorder. But to stay 
in business he must, at a minimum, order 
merchandise which people will buy even in a 
depression. 


Dangers of Quick Sales Promotion 


Stepping up sales promotion is usually done 
the easy way, by reducing prices from 30 per 
cent to 50 per cent. Such strong medicine may 
be necessary but it cannot be taken in too 
large doses and have the business survive. At 
least the major part of sales should be secured 
at regular markups, and the sales volume 
bolstered through dramatizing and glamouriz- 
ing merchandise by demonstration, display, 
and advertising. And over all, the store should 
be made an interesting place for the customers 
to visit. This is done through bringing in new 
merchandise and reshuffling old stock, with 
an imagination that understands what the 
customers enjoy in the way of showmanship 
and display. 

To request salespeople to use more aggres- 
sive selling without adequate training is a 
dangerous procedure. Immediate sales may in- 
crease, but the sales pressure may cause cus- 
tomers to be unhappy with their purchases, 
with the result that new heights in markdowns 
and sales promotion must be reached to tempt 
customers to return. Whenever a customer 
comes into a retail store to buy, he brings with 
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him a problem which he hopes the retailer 
can solve satisfactorily through supplying the 
merchandise he needs. Aggressive sales pro- 
motion cannot overcome a failure to solve a 
customer’s problem. It will be successful only 
if customer satisfaction accompanies the sales 
which strong promotions create. 


Importance of Sound Stock Policies 


To be sure of satisfying customers and 
maximizing sales, a retailer must be alert to 
new items in the market which, in his judg- 
ment, will be desired by his customers. These 
should be purchased in small quantities and 
tested in respect to consumer demand before 
heavy stocks are laid in. These new items will 
supply the “plus” sales which may go a long 
way to maintain sales volume in a sagging 
market. Most of the sales volume, however, 
will be in the basic stock items which have 
sold well with customer satisfaction in the 
past, and which will remain the backbone of 
sales even in a declining market. 

To maintain a basic stock that is sound in 
respect to size and items, a retailer must know 
what items are selling and their rate of sales 
throughout the year. Without this information 
the stock of most retailers will be uneconom- 
ical in size, will contain many items of no 
interest to consumers, and will lack many 
other items that consumers would purchase if 
carried in stock and brought to their atten- 
tion. 

Some successful merchants have the rather 
rare type of native intelligence which enables 
them to sense changes in consumer buying 
and to maintain balanced stocks without the 
use of inventory records. In a buyers’ market 
few merchants possess this attribute beyond 
the point of operating a small store. In larger 
stores some form of inventory control beyond 
“eye control” is necessary to prevent un- 
balanced stocks, heavy markdowns, and the 
loss of sales through being out of wanted 
merchandise, From a more constructive view- 
point, inventory control gives basic informa- 
tion in respect to the time of reordering, the 
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amount to reorder, what to promote, and when 
to promote. Inventory control does not guar- 
antee successful merchandising but usually is 
a hasic ingredient of such success. 


Value of Inventory Control 


The problem with successful inventory con- 
trol is that it cannot be purchased like mer- 
chandise; nor can it be installed like a book- 
keeping or a sales system. Rather, inventory 
control is basically an attitude of mind; a 
desire to know as many pertinent facts as 
possible and a willingness to abide by these 
facts before placing an order or planning a 
promotion. Without this attitude on the part 
of the retail executive, inventory control will 
fail to accomplish the purposes for which it 
is intended. 

An important but less insurmountable prob- 
lem arises from the fact that in most instances 
the inventory control system must be tailored 
in each individual store for the job it is ex- 
pected to perform. Universal systems are apt 
to supply not only information which is not 
needed, but fail to supply the particular facts 
the retail executive requires. An inventory 
control system must be adapted to the exist- 
ing systems used in the store in such a way 
as to operate economically and effectively. 
This requires modification in any universal 
system which might be employed. 


Steps To Inventory Control 


No review of inventory control systems can 
be given here; but such systems are frequent- 
ly presented in the trade literature. The ap- 
proach for introducing inventory control may 
be stated briefly: 

1. Determine the specific, detailed inven- 
tory problems for which answers are sought. 

2. Determine the specific, detailed informa- 
tion which will answer these problems. 

3. Determine which of these answers can 
be secured from an analysis of inventory and 
sales records, provided such records are kept. 

4. Devise or adopt the system which will 
secure this information. 


_ The type, or details, of the system are un- 
important as long as the desired information 
is secured as needed, and at low cost. Simple 
home-made forms to collect information in 
respect to the number on hand, on order, and 
their rate of sale may be used for individual 
items or groups of items. After collecting such 
information for several years, a review of 
previous years’ sales will indicate any seasonal 
changes. This knowledge is helpful in deter- 
mining how much to reorder at any specific 
time. 


“In-sight” Method of Inventory Control 


An easy way to determine how much of an 
item to order is the “in-sight” method. “In- 
sight” refers to the number of weeks required 
to sell out an item on the basis of the number 
on hand and on order, and the weekly rate of 
sale. For example, if 20 of an item are on 
hand and 10 on order, and the item is ex- 
pected to sell at the average rate of 5 units 
per week, this item has an “in-sight” of 6 
weeks (30 - 5). If the planned “in-sight”’ is 
10 weeks, then an order should be placed for 
20 additional units of the item since 50 units 
are needed to meet estimated sales for 10 
weeks. “In-sight,” as a method of determin- 
ing how much to buy, is just as effective for 
stock control purposes and far more easy to 
understand than methods frequently used 
which employ the terms “stock-turn” or 
“stock-sales” ratios. 

The chief difficulty, however, in making in- 
ventory control a useful tool of the retail 
executive is not in finding a workable system 
but in making the system work. And this can 
be done, only if the retail executive is deter- 
mined to make it work by following the rou- 
tine procedures any system requires and by 
effectively using the information made avail- 
able by the system. Should the present buyers’ 
market continue, an inventory control system 
becomes as important to successful merchan- 
dising as does the accounting system which 
provides control of the financial affairs of the 
business, 


i 
is 


Michigan Business M. 


MAY 


Many aspects of American life— 
entertainment, education, 
may be affected profou 


itics, family life— 
'y by television. 


Television - The Magic Picture 


In the Land of Oz, Princess Ozma had a 
Magic Picture which permitted her to see 
distant events right in her palace. So wrote L. 
Frank Baum forty years ago. Probably neither 
he nor anyone else thought that it could be 
more than a fantasy for a fictional land of 
magic. Today, however, there are more than 
a million such “magic pictures” in use in the 
United States. The magic picture is “tele- 
vision” — which means, literally, “distant 
seeing.” 

And where there are over a million sets in 
use today, there will be many millions in the 
near future. When there are millions, what 
effects will this giant of entertainment, news, 
and advertising have? How will it affect other 
entertainment and recreational industries? 
What will be its influence on home and family 
life? How will it serve as an advertising 
medium? What will be its impact on other 
advertising media, and on methods of dis- 
tributing goods in business? What will be its 
role as a formal and, more important, informal 
means of education? 

No one knows the answers to these and 
other similar questions. But the questions are 
so important, and the implications of tele- 
vision are so great, that it is worth while to 
examine the available information on what 
may be today an infant giant. 

Here two difficulties are encountered. One 
is that precise information on key points is not 
yet available. The other is that television is 
developing with such atomic speed that what 
is put in print today may be out-of-date to- 
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morrow. Nevertheless, it is worth while using 
the best data available, to estimate future 
trends. 


Rapid Growth 

The boom in television (“TV” for short, 
or “video”) began on March 18, 1947, when 
the Federal Communication Commission ruled 
against color television, giving the “go ahead” 
to black and white. At the end of 1946 there 
were only 6 TV stations, and 6,500 sets in 
use. Subsequent growth was phenomenal: 


Number of 
TV Sets Stations 
December 1945 6,500 6 
December 1947 175,000 25 
November 1948 712,000 42 
March 1, 1949 1,242,400 56 


Manufacturers expect to produce 2,000,000 
sets in 1949; and one manufacturer predicts 
that there will be nearly 17,000,000 sets in 
use by the end of 1953. 

Sets have been costly, and the viewing 
screens small. Technological progress and in- 
dustrial developments may be counted on to 
make future prices smalier and screens larger. 
Television in color is said to be five years 
away. 

The number of viewers per set has been 
variously estimated from 3.5 to 6 persons. 
This figure may decline as the novelty wears 
off and as more homes acquire their own sets. 
But in any event, today’s TV audience num- 
bers in the millions; and tomorrow’s will in- 
clude tens of millions. 

A survey by the Federal Advertising Agency 
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in the New York-Philadelphia area produced 
interesting figures on public attitude toward 
television. Of the TV set owners, 99 per cent 
said they would buy sets if they had to do it 
over again. Of the non-owners, 96 per cent 
had seen television, and 84 per cent indicated 
that they wanted sets. 


Present Location of Television 


Television has some significant technical 
peculiarities—which may, of course, change 
in time. Since television waves do not follow 
the curvature of the earth, behaving like light 
rays rather than radio waves, the average TV 
program cannot be received at a distance 
greater than thirty-five to fifty miles from the 
sending tower. Also because of intervening 
hills video reception is sometimes impossible 
in valleys located close to the towers. 

TV programs cannot be transmitted via 
telephone wire networks—it makes them 
fuzzy. At present there are two ways of send- 
ing them: 

By coaxial cable—transmitting signals along 
wires in gas-filled tubes called coaxial cables, 
which are buried in the ground. 

By micro-wave—telaying the waves from 
one tower to the next, thirty or forty miles 
apart. 

Because of these technical limitations, 
today’s TV sets are concentrated in the great 
population centers. Seventy per cent are in 
the north-eastern seaboard area; 17 per cent 
in the mid-west; and 10 per cent in the Los 
Angeles area. 

Nearly half of the U.S. sales potential is 
estimated to be in the areas already served by 
television. 


Programs and Their Appeal 


The major telecasting programs fall into 
these categories: 
1. Studio shows—live programs originating 
in the studio. 
2. Remote pickups—sports, news events, 
night clubs, etc. 
3. Films. 


4. Network shows—currently piped to a 
group of regional stations. At present 
there is no national network. 

Until last fall, sports events enjoyed the 
largest audiences. Improvement in studio 
shows, however, has resulted in a rapid gain 
in their popularity. 


Advertising 


Increased use of television by advertisers is 
shown by the growth in the number using this 


ie: Number of Advertisers 
Using TV 
May 1947 44 
Nov. 1947 139 
July 1948 374 
Nov. 1948 688 


Some contend that commercial use of video 
is not “advertising;” but rather is “sales pro- 
motion.” Regardless of the name, however, it 
is clear that sound plus sight present. prob- 
lems and challenges which do not exist in 
radio advertising. 

The simplest type of advertising is where 
the product appears as a “prop” in an audio- 
visual scene, perhaps being used in some way. 
Some trade-marks, brand names, and pack- 
ages will have to be changed if they are to be 
telegenic. 

Sponsored shows include prepared “com- 
mercials.” The problems in planning these 
animated advertisements so as to hold andi- 
ence attention and to induce a favorable re- 
sponse are numerous. They are not always 
successful, as witness one viewer’s comment 
when asked about television commercials: 
“Commercials? That’s when we go to the 
kitchen and mix a drink.” On the other hand, 
some, but not all, TV advertisers have reported 
tremendous results from their advertising. 


Better Techniques Needed 
Surveys have shown that people actually 
enjoy television commercials if they are brief, 
fairly simple, and educational or humorous. 
Conversely, commercials are disliked if they 
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are repeated often, are too lengthy, or are 
simply “spoken plugs.” 

Surveys suggest that the percentage of peo- 
ple correctly identifying sponsors of programs 
is much higher for television than for radio. 

Talent, imagination, and experimentation 
are being lavished on this new selling aid. 
Some results are good. Plainly it will take 
time and effort to develop good sales pro- 
motional techniques for the new medium. 
Perhaps not yet sufficiently appreciated is the 
Chinese adage, “One picture is worth a thous- 
and words.” Psychologists say that most per- 
sons are “eye minded” rather than “ear 


inded.” 
_ Television Costs 


Generally speaking, the cost of TV pro- 
grams is much higher than radio programs. 
Moreover, because of the still relatively small 
audience, the cost per viewer is higher still. 
In the autumn of 1948, Young ana Rubicam 
estimated that the cost to advertisers for the 
average TV show was $60.17 per thousand 
listeners, compared with $2.40 per thousand 
for radio. Nevertheless, only one TV station 
was operating in the black; all the others were 
losing money. Technical costs probably will 
decline; but some program costs are rising. As 
audiences grow, cost per viewer will decline. 

Share-the-cost programs have developed. 
Sharers of certain programs include: General 
Foods and Kolynos toothpaste; Muellers 
Macaroni, Bab-O, and Sweetheart Soap; I. J. 
Fox and Old Dutch Coffee. 

Television car (1) picture the product, (2) 
deliver a sales nessage, (3) use action, and 
(4) demonstrate the product. The greatest 
success will probably attend the advertising 
of products which can use all these elements, 
and whose sponsors can make the performance 
interesting or even entertaining. 

Cartoons have been effective in space ad- 


vertisements. May not animated cartoons have 
similar success in video? 

The principal impact of television will prob- 
ably be on radio, although Hollywood is 
nervously wondering what it will do to movie 
attendance. All advantages in the video-radio 
contest are not, however, on the side of the 
newcomer. The immense day-time audience of 
housewives may prefer radio programs because 
they can listen to them and still continue with 
their household work. One would scarcely ex- 
pect that TV sets would be installed in auto- 
mobiles—not, at least, in the front seat. 

Time magazine reported in January, 1949 
that a survey of 1,580 television set owners 
showed that 92.4 per cent said that they 
listened to the radio jess than before they had 
TV; 80.9 per ceat went to the movies less; 
48.5 per cent read magazines less; and 23.9 
per cent read newspapers less. Perhaps these 
figures will decline after the sheer novelty of 
video wears off. On the other hand, they may 
rise as TV programs are improved. 

The adverse effects of television on the 
other industries may currently be exaggerated 
—as the anticipated impact of radio was, a 
few years ago. Like other innovations, TV 
may stimulate some industries. 


TV a Major Development 
Television seems destined to take rank 
with the great mass communication and enter- 
tainment innovations—the printing press and 
its products; schools; motion pictures; and 
radio. In the future, business, labor, political 
parties, government—any organization con- 
cerned with public relations and influencing 
large numbers of persons—may need tele- 
vision and television experts. 
The possible effects of the “magic picture” 
on American life could easily turn out to be 
immensely significant in many ways. 
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SMALL BUSINESS AIDS 


The United States Department of Commerce has prepared several hundred pamphlets dealing 
with management problems of small businesses. A complete list of the pamphlets may be ob- 
tained from any field office of the Department of Commerce. Copies of the individual pamph- 
lets may be obtained from the same source. (The Detroit field office is located in the New Federal 
Building, 230 W. Fort Street.) 

Here are some representative titles in the series: 


NO. 
23. Sales Training for Hardware Store Employees 
24. Meeting Super Market Competition 
32. Points to Check in Your Sales Force 
41. Coming Competition Demands Better Retail Management 
69. How to Organize for Marketing Research 
79. Make Your Floor Space Produce Sales 
81. Customer Relations Checklist 
82. Ways to Gain Good Will 
99. Manufacturers Should Aid Distributors, Retailers 
103. Modernizing the Front of Your Store 
112. What Is Important in Selling 
170. Case Study—Choosing Methods of Distribution 
184, Steps for Reducing Your Distribution Costs 
229. Wage Incentives Will Help Reduce Costs 
_ 242. A Merchandising Program for the Smaller Store 
247. Manufacturers Should Provide Leads for Salesmen 
269. Advertising for the Small Business 
278. An Advertising Check List 
292. Pricing Merchandise Properly 
325. How Retail Grocers Can Meet Price Competition 
329. Things to Watch for in Cashing Checks 
341. Pricing Practices 
365. How the Wholesaler Can Help the Retailer to Increase His Sales 
376. Fundamentals for a Good Salesman 
413. How to Sell Successfully on the Installment Plan 
425. How a Small Plant Can Protect the Health of Its Workmen 
459. A Checklist for Office Forms 
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